Future RIK Program

e Bill based on deliverias

v Issues to resolve:
¥ What month to bill (month following the monti
of production or cone menth later)?

% See the discussion on imbalances later.

Questions en 1) what te.do if production
declina=s on a- l!anu‘“:pan maairional
production be gfvﬂhrtn the reflner, and 2)
if more volume becomes availabie in the Gull
(i.e., after the SPR project), can we give
additional volumes Lo reiiners.
% Irnitial thoughts were that we could
maintain a volume form of ceonsistency and
add additional leasgs_as production

aeclines. hucy wlnn un Lw swaERaIch
thi-, ™ whlt prdg4 roccurrnd in the
pt!t and try tn.xxgurn nuu ‘wmys TO WOIK
with OMM to prevent these prnblnms. She
does not think we need Lu add l€ases &3
volume declines., Everyone agreed that a
new sale would be reyuired is more Gulf
volume becomes available, such as after
the 53FR project.

» WNo Dill, ju=i have refiners feport and pay
& Refiners have nc problem with this: they
will know theif deliveries and prices. RMP
can ther ver:fy deliveries to entitlements
reported on the OGOR's and verify prices to

contract Terms.

s Title passes at the lease/FMP, but delivery at
lease oy market canter

v Issues to resolve:
» Valuation - how to value at lease/FMP

% Answer could be market center price less
esrimate of transportation costs. Estimated

cost could be from consultant.
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From refiner’s standpoint, titie passing at
the lease much more difficult.

From RVD standpoint, no way Lo get good
valuation figures at the lease.

Conclusion = dnliv‘:r ltumnxkat cantar.

& Gravity bank issue: Refiners will pay at

dalivered auilitV'tl.n.. LLS at St. James
is 37-38" d.gniﬂr % 'Operators will have to
nd1ust (+/ ) £ox. the difference betwean
p:nductinn qunii%?“&ﬁ'th- ruy:lty
measurament point ‘and’ thi: delivery .
cquality (when the royalty settlament point
iz upatream or the same point as the

quality bank)

s Price Certainty

v Igsues to resolve:

L
-

the came moechaniem ae in rFarranr contracts

tie down deductions more.
Bofinors will break down any deduction to
all its components (Dennis Cernosek will
= +
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¢ Lease Selection

v Tzgues

Voo

to resolve:

Leases by area

Known pipeline systems
Transportatlon Ccosts

»,
o
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Refiners are okay with areas under review

‘Eugene Zsland, South Marsh Island, Ship

Srnoal, Verm:llion, Garden Banks, Green
Zanyon, and Grand Isle. They also would
like more +han the 70,000 - 80,000 barrels
per day being discussed (one because they
could use more volume, and two because they
believe mcre small refiners will enter the
program) .

Bundle leases by grade of oil and put
bundles in the lottery.



operators
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¥ Decision was that-dntarest would be charged
or _paid.
¥ Penaliies for undsr—-deliveries
* When to value
¥ Right to refuse delivVery
% We discussed two options:
Option 1 has deliveries starting immediately on the new
contract date, an imbalance situation for the first twe
menths of the contract that is not resolved until the end
0! The conitraci, and ne other imbalance situations,
fricing is based on the month of delivery.
'Month Delivery Entitlement
vJdan f00 1000 wased on o200
i 12/99% nomination
P Tepn “0U 1000 baszd on ga0
01/00 nomination
‘Mar 00 500 based on 250
' . actual 01/00
Apr CO0 800 baesed on 1000
actual 02/00
Piay TOU 220 bassd on &50
actual 03/00
Jine TO0 1000 Dased on 720
actual 04/00
Jo. Iz €50 hased on 630
acTual 05/C3
hos YoC | 720 pasec on 720
acrual 0&/07
Ser “lZ 630 based on 850
‘ actual 07/03
F Ozt 03 end of 720 based onh 900
L Ccontract artual DB/C3

_____ » ie massd nn arrnal producrion for two months
prior, very little, if any, lmbalance situations occur.
The aArlyv imhalance is for the first two months of contract
and this is only rescolved at the end of the contract when
Jar and Feb '00 deliveries are compared to Sep and Oct ‘03
epnritlements. In the case above, refiners are over-



delivered by 150 barrels in Jan '00 and 100 barrels in Feb
'00.  This -is corrected by a refund/credit to the operators
for the value of those barrels at the end of the contract
(Oct ’03 prices). This cption was favored by Mike Miller
and Luecy Q.

Option 2 delays delivery for two months so that no
imbalance situation occurs. The final delivery 1s TwO
months after the contract terminates.

Month Delivery Entitlement
"Jan ‘00 0 900
Fer ‘00 0 BOO
Mar ‘00 500 based on 950
1 actual 01/00
TApr 00 8§00 based on 1000
| actual 02/00
“May ‘GO 950 based on 650
actual 03/00
Jur. ‘00 1000 based on 720
‘‘‘‘‘ actual 04/00
Sgul 03 650 based on 630
acrtual 05/03
Chug MD3 720 based on 720
actual 0&/04
SJeg ‘Lz 630 based on B50O
actual (07/03
ot 'IIoend ef 720 based on 500
onnmTraclt . actual 08/03
SETUREE ” B50 pasea on Reported in value
actual 09/04
cer Y In 300 based on Reported in value

acTual 1L/03

¢irce zel:very is based on actua. production for two moaihs
cr.zr, very little, 1f any, mbalance situations occur.

tavments from refiners are deliaved two montns at the startl
‘¢ tne czontract and the final deliveries and payments are
W

r months after the eng of fhe wwuntract.

1anm wr=Tan
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Both options - we need Lo Thi o
implications. Deciaion - pay or charge interast.
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v quues to resolve:
Per barrel
Per walue of deliveries

Per lease
20 00N no front cost

# Refiners support Der barrel price. RMP
would malcoulate RIK section costs at the
beginning of each Fiscal Year {NRS) That
~ast wenld be divided by the prior years
delivered volumes (for the first year, it
Lrﬁ11'|r"'| he rhe estimate of volume to be
delivered based on the RIK sale volumes).

This= orice per barrel would be paid each
month on the volume of deliveries that

menth. Neote: this can result in RMF
collecting more or less that the NRE cost ot
the RIK section.

WV VY

Until the requlations are changad, we must usze
laasas in this calculation. Also, IG beliaves wae
should be charging full coat to rafiners, not
just the active portion of RIK costs (Mike

di sagreas) .
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e okay with 90-day sureties.

avina 1T up to Us to Protect the
rnterest. Rod Nelscn stated

of the surety is anywhere from
er parrel.

Quastion - after a long-tarm ralation, can you
waiva surety requirament. Also, doas RSFA
eliminate the nesd for surety in any of the
amall refiner companies?

v J5ELUOS Lo LesdlVe!l
r Refinery cap4a y
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% Giant asked if RMP would support a waiver
request to SBA from Giant. §Since their
service station seament emplovees many
pecple, they will not gualify for the next
sale unless a waiyer is ‘given. Bob Prael
stated that the,.logic is there to support a
watver'since the refinerv*tapaclty is small,
and that we wiil run this by Lucy Q.

SBA message to Giant indicated that agency

neads to ask SBA for a change, not the small

business. Bob called SBA to clarify. SEA gays
there is no waiver to size requiraments, but
tha agency can use different size requirement
standards,

Sale Procaduras

v Iesues o resolve:
~ Lottery
B Loazge gelection {lottery #1 - R and rthen A - 1)
4 Proposal was made to conduct sale by
bundling volumes according to grade of crude

o1l, giving everyone an eqgual chance at
thege volumasz, amnd then far amy unlnmes not

d
taken in the 1’t round, canduct a 2" round
reallnrcating valumes left over freom the 1°°

round to all refiners.
-;- Mmet '|1r1n1rl nr.ﬂﬂﬂ'-‘. nF ~

__________ nil are 1} T18, 2)
HLS, 3) BS, 4) £El, and 5) deep stuff such as

Marz and Pmeidon.

Miecrmnallanamnnus
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Next steps: .

1) Make sure transportation issue not a factor and

therefore we can have deliyveries. .at,_the market center.

T have heard that.Mr. Rusaﬁbusch'ﬁaqwstate that we
should contirue to_do, things theiway<we have been doing
them.

Get the list of leases togetHef-
RVD and the refiners work on _the pricing formula.

After the meeting, Dave D. called to say that RVD felt
the best way to proceeda on pricing was iv lave a
competitive bidding from small reflners. The base price

I e o

will be the W — _ r [T
facter subject to the bid.

Lucy wants this researched more.

Decisions to make
Supporting Giant’s waiver reguest to SBA.

uMp guesition on iufvimation sollsstien {laseae hy
operator with oil type, market center, etc.). Dennis

EmT1l mvama

Jones Says we can nanQie as ioLiomse

inarinn of Need can

A
covering new guestions. If s0, no neaed for
1 imnn antharity
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Moot with induetry or 'n'mf nrasent lease
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schedule as information already provided by Tndustry and
acking for indnstry comments, ‘problems, etc. In this
case, no need for an information collection authority.
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Cantract yymm aill Billed BELs  Billecl Amt Prebill P13 Qty PBAnt  Bill Qty -PB [Bill Ami - PB Anit [Carrect DIff
94102 9810 1098 17817723 2,10:2,455 39 1098 178,177 23 ,101,596.47 0.00 859.42
94102 9811 {19B000G 19664551 2,540,104 20 11980006  196.84553 :.620.475.30 00) 19,628.90
94102 5812 17980005 227.41002  3.121,491 50 12980005 227,468 18 2984977 39 -50.16 136,516.11 |ok tine & 3ded
94102 9901 1990007 237.73770  2.860.67618 1990007 237.737.70 2.770.419.00 0.00; 90,257.48
94102 13902 2090006 23448320  2,390,19375 2990005 214483 20, 2,409,524.70, 000 -19,330.95
4102 3903 3990006 23081190 257033485 3990005 23081190 247359142 0.00 104,643.53
94102 3904 4300006 0404550 224426027 4390006  204.04£.59| 209731368 0.c0 147,246.59
64102 5905 5990005 212,78589  2,7B7.90675 5990005 212,785 .89 2 572,539.67) 00 215,267.08
44102 9906 6990006 17089354 261709868 6990006 170.891.54 2,392.598.76! 0.0 224,499.90
Contract Tolal 11,692,990.60, 23,350,52447 ' 1,693,046.76, 22,430.936.41 919,584.08
94102 0.2046 0.2i88 g 0.2046 0.2046 0.2046
!
4104 ggip 1098 196.077.30 1606053991038 ' 136077.34 145917097 000 146,883.08
34104 9811 11080002 15300146 1,964 62802 11980002 15309146 185079585 0.00 113.832.17
34104 9812 12980002 14B.264 210 2.019,39003 12980002 148.28121; 1.870783.80, 000 138,606.15
34104 - 9901 1900003 14627142, 1,753.92316 1990003 14627142/ 165233567 0% 101,587 49
54104 9902 2000002 15251219  1.54186279 2950002  152,532.19) 1.501.021.83 000 40,840.91
94104 '5903 | 3090002 159.17717: 17056832 13990002 159.177.17) 159322583 000 112,460.69
94104 ‘9904, 4990003 139.480 13 149,821 42 4990003 '38.480.13 138361854 000 116,202.89
94104 0905 . 5990002 14613305 18328601, 3990002 14613305 1.67€,671.86 0.00 126.414.15
94104 9905 | 6990002, 16095865  2.358,56105 5090002 160,968 65 2,211.731.56 000 148.8%1.49
Contract Tctal : 1342,01262) 16,243,21479 11,:;42.:112.52 15,19%,555.78 1.143,659.01
34104 | 01450 0.1592 , 0.1450 0.1450 0.1450
I ? : ‘
94106 9810 ‘-mga 5227057 Em.uar.ez|1uaa | 5227057, 63074425 000, -29,676.43
94106 o811 | 119800070 8530091 1022.65).70 11980C07 8530991 101394844 0.00 8.7102.56
94106 9812 | 12080006  58.85863 £05,603.53 12980C06 5885863, 81131659 000 -6,38.06
941086 logo1 | 1990008, 79.674.98  £77.56513 1990008 7987498 95103505 €00, -81,458.92
94106 990z | 299C007| 51€0625  04.00580 2950007, 5100625 55528539, Coo, -52,279.79
941086 logo; | 3990007, 9920161  ©46,14367 3990007  99.7916]] 1,008,884 44 000 -62,740.77
34106 9904 4000002 6004155 77604820 4990002 6068213 62257835 259 42 153.469.85 ok line: added
94105 19905 | o008l 7226078 0410550 5990006 72.708 17 803064 10 447 39, 137.991.40 ok line: added
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Cuntrac! yymm Bill Billed BELs  Billed Amt P rehill PB Qty PB Amt  Bili Qiy -PB .Biil Amt -IPB Amt |Correct Diff
94106 9906 5000007 4250749 663017 14 6390007 4250743  614597.57 0.00! 61,419 57
Contract Total | Ep2,73.77  7,943,163.29 ' 602,819.74  7,030,051.88 119,109.41
94106 0.065% 0.0721 0.0652 0.0712 0.0164
: |
4107 9810 1p98 | 8411329 2.200.878.11 1048 ' 18411329, 2,250,792 81 000 19,814.70
€a107 9811 11980009 9461099, 2,566.000 16 1195003, 134 610.99 2.504.516.00 0.00 31,484.16
(14107 9812 12080008 75,0856 61  2.4CB.205 25 129800(8 1750861 238961761 04K} 18,587 64
14107 9901 1990010 ?31,89090  2.728,709 56 1900010 23189090 2B44,13286 0.00 -115,425.30
94107 9902 2990009 16554308  15¢6,741 74 $9900(9 16554308 159417870 0.00 -37,436.96
14107 9903 3090000 248.28996. 2.7:2443 79 [19900(3, 24828996 2647372.93 0.00, 75,070.86
44107 9904 4990008 20806900  2,262.476 32 1990008, 208.069.00; 2,156550.00 010 105,926.32
14107 9905 50006 11434938 2.719.612 09 090018 21434938 2,521 971.48 000l 217,640 61
34107 9906 65000008 26117800 385130822 ;990009 26417809, 3685915.82 0.00, 165,392 40
Sontract Total 1,883,111.30  23,016,375.24 ' 1,883,131.30, 2,505,048.21] 441,327.03
34107 0.2035 0.2:157 0.2035, 0.2287 0.1350
1
94112 ‘9810 1098 163.957 37 1,955,127 67 (198 163,957.37] 1,825,339 64 000 1.29,788.03
04112 9811 11980011 222,19903 283693221, 11080081] 222,199.03) 2,728,874.50 0.00 138.058.7 1
94112 ‘9812 112980010 163,898.11 2255744 51 129800100  163,898.11) 2,172,136 83 000 83,607 .68
94112 9901 | 1890713 21349133, 25)8.344.65 1990013, 213491.33) 2,585,09582 000 -76,951.17
9411z 9002 | 2990011 192,91926)  1.873.260.06, zggumﬂl 192,919.28 1,701,427 04 000 174,823.02
9411z 9903 | 3990010] 21587709  2.316.694 26, 3990010,  215,877.09) 2,191,072.44 0.00 12582582
9411z 9904 | 4990010 173,50294  1856880.26, 499010 173,927.92 1,695,761 €2 -424.98 161,118.64 ok line addel
94111 19905 [ 5990010, 241,692.30, 2.894.63420 5990(10 241682.30) 2.750.540.53 0.00| 236,093.75
94112 8906 6990011| 232,57181| 363223703 6990C11. 23257181 328411657 0.00| 348,110.46
Contract Total | . 1,820,109.24, 22,259,659.93 . 1,820,534.22| 20,942,364.99, l 1,317,294.94
94112 | l ‘ u.1957i 0.2181 I: 0.1967 0.2120, | 0.4028
H | 1 | I |
94114 lgg10 1098 165627.56  1,050,851.70 1098 16562756 105085170 ( 00 0.00;
94111 9811 |1agacm1a- 194206.86  1.91,62366 [1980M18 194,206 86 139162335 000 0.00]
94114 9812 12980047] 19312556 145116921 |2980H7 19312556 1435657.75 0 00, 15,511.45
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Contracl yymm Bill Billed BALs  Billed Amt frebil - PBQty | PBAmt Bill Qty -PE | Bill Amt -PB Armt |Correct DIft
4114 ‘9901 1980021 202.71391 1456664 B2 190021 20271091 128510492 0.00 171,559.90
04114 9902 2990016 1451768  1261,820 01 2990018 214.51768, 1,039.50274 00 222,217.27
94114 ‘9903 3990017 202.45735 800177 25 990017 202457.35 943, 141 08 0.00) -142,963.83
94114 9504 4990017 164,242 22 820.731 50 990017 18424227  822,304.27 0%0 - -2,072.77
94114 ‘9905 5990017 199.73439 83394545 1990017, 199.734.39, 1,243, 855.5¢ 0.00 -409,909.13
94114 9306 6900018 15596939 942061 70 (990018 13596039 1,367.3829i 0.00 425,321.22|
ontract To'al '_ 1,7112,591.92, 10,008,045 0 1,742,591.92 10,580,024 6. -570,976.32
34114 . | 0.1851 0.0981' 0.1851 D071 04748]

? : |
Totats ' | ‘9.:53,5;*5.45 102,047,984 02 9,254,238.56! 88,777,983.89 -663.14 3,270,000.13
7 |BilBBLADIE! jBillAmTotal PbQtyftotal  |PBAmY iotal Difftolat
94102 ' 0.2048. 0.2:288 0.2046 0.2045 0.2046
94104 . ; 0 1450 0.1:592 0.1450 0.1450| 0.1450
94106 . _ 00651 0.0 701 0.0652 0.0712 0.0364
94107 , _ | 02035 0.2 257 0.2035 0.2287 0.1350
94112 ., 0.1967 0.2 181 0.1967 0.2120 0.4028
94114 '; l 0 1851’ 0.0 381 0.4851| 0.107 01748
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Update on RIK Pilots
Wyoming Oil Fiiot
a  Wu are selling crude oil at the lease in the second of two 6-month terms. We are
evaluating the revenue results and conducting the final volume reconciliation’s for the

R Y R T
firai S-monin (orm--0o resulre vat,

We are also gotting ready tn gtart » second phase of the Wyoming Pilot in which we

will test a marketing agent approach to selling royalty volumes, rather than just a plain
vanilla suction of rovalty volumes at the lease. This will test whether MMS can realize

any revenue gains from downstream sales.

o
«

r
[

» Also, discussions are underway between DOE, GSA, MMS, and several producers, to
store Federal gas in Teapot Dome dunng the summer and fall months, and then sell it
during the higher-priced winter months. The Wyoming (Governor has supported this
project in a letter to the MMS Director

Texas B(g) Pilot

« This pilot is split into two sub-projects:
Service Adminizteation (GSAYMMS Currently, gas from

I J—— |
. RAFCLITE Bl «ILF ¥ AL FRNAasssnS

nine leases is being taken in kind, transferred to GSA, whose agent is selling
n tha 5';3! rn_-_rk_l_‘l_ orto E:_-xjml I.Emﬂial fDI' utihty u‘-’ings. TD

the gas sitheronthe
date. revenue results have been marginally positive compared to estimates of in
value proceeds

b. General Land Office (GLOYMMS._ Starting June 1, & large volume
of gas fram 5 Matagorda Lsiand leases (including the 2nd largest gas producer
in the GOM) will be taken in- kind, transported to the Maiagorda Gas Plant
tailgate area by the operator, and sold by our new MMS/GLO Austun office by
competitive bidding during bid week Monthly sales are expected This will
test in-kind from large producers with large volume swings and will be the first
ume we have directed the operator to move gas onshore tor us.

Strategic Petroleum Reserve (SPR) Filot

s This pilot is divided into two phases;

a Phase 1 is underway with delivenes of crude being made to DOE
under noyoiiaied agreements for a 3-month pened
b. Phase 2 will start immediately after the first phase and will follow an

auciion process in which compamss will bud 1o tabe the rovalty gtream at the

leasc and deliver & percentage of the stream to DOE at or near the SPR
The comparues bidding the higheet nercentage of oil to be delivered

faciliics The comp
to DOE will be the successful bidders.
GOM Pilat
« Planning is underway for a hmited October start-up
Upduted $/14199
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